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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION 
 
On July 13, 2021, your Board instructed the Director of the Department of Consumer and 
Business Affairs (DCBA) and its Office of Cannabis Management (OCM) to revisit a 2017 
report titled “Recommendations Report: Los Angeles County Advisory working Group on 
Cannabis Regulations”,1 and report back with updated recommendations for cannabis 
retail, manufacture, distribution, growth, testing, regulation, and enforcement in 
unincorporated Los Angeles County (County) that were rooted in an equity framework.   
 
On December 20, 2021, DCBA/OCM provided your Board with the requested report back 
titled “Updated Framework and Recommendations for Regulating Commercial Cannabis 
in Unincorporated Los Angeles County.”2 The report back included zoning, land use, and 
regulatory recommendations for commercial cannabis, including a robust “Equity 
Program,” which would offer appropriate resources and opportunities for communities 
disproportionately impacted by the overcriminalization of cannabis. 
 
On February 15, 2022, your Board directed DCBA/OCM to proceed with the 
implementation of an equitable commercial cannabis regulatory framework as provided 
in the December 2021 Report and report back with a proposed tax structure and fiscal 
analysis for commercial cannabis activities, including a potential measure for voter 
approval on the November 2022 ballot.3 (Item No.  6, Agenda of February 15, 2022). 
 
On May 16, 2022, DCBA/OCM provided your Board with the requested report back titled 
"Implementing an Equitable Commercial Cannabis Regulatory Framework."4 The report 
back advised that DCBA/OCM was working with a cannabis tax consultant and would 
return to the Board with findings and recommendations for a ballot resolution and 
proposed commercial cannabis tax ordinance noting the August 9, 2022 deadline to adopt 
a ballot measure for submission to the voters at the November 2022 general election.  
 
The attached resolution (Attachment A) will place a measure on the November 2022 ballot 
requesting voter approval for a new general business tax for cannabis businesses 
operating in the unincorporated areas of the County.  Cannabis businesses subject to the 
proposed tax include retail, cultivation, manufacturing, testing labs, distribution, 
microbusinesses and other commercial cannabis activities.     
  
Your Board must determine whether to adopt the resolution (Attachment A) calling and 
giving notice of an election, on November 8, 2022, regarding the measure to impose a 
general business tax on cannabis businesses located within the unincorporated areas of 
the County.  The ballot question to be presented to the voters is stated in the resolution 
and the proposed ordinance which specifies tax rates, application, methodology, and 

 
1 https://file.lacounty.gov/SDSInter/bos/bc/1039228_2017-06-19CannabisReceiveandFileReportSIGNEDforBOS.pdf  
2 http://file.lacounty.gov/SDSInter/bos/supdocs/160074.pdf 
3 http://file.lacounty.gov/SDSInter/bos/supdocs/166358.pdf  
4 http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf 

https://file.lacounty.gov/SDSInter/bos/bc/1039228_2017-06-19CannabisReceiveandFileReportSIGNEDforBOS.pdf
http://file.lacounty.gov/SDSInter/bos/supdocs/160074.pdf
http://file.lacounty.gov/SDSInter/bos/supdocs/166358.pdf
http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf
https://file.lacounty.gov/SDSInter/bos/bc/1039228_2017-06-19CannabisReceiveandFileReportSIGNEDforBOS.pdf
http://file.lacounty.gov/SDSInter/bos/supdocs/160074.pdf
http://file.lacounty.gov/SDSInter/bos/supdocs/166358.pdf
http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf
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enforcement.  The resolution calling for the election requires approval by a two-thirds (4 
of the 5 Supervisors) vote of the Board to place the measure and ordinance on the ballot.5  
A simple majority of County voters voting in the election (50% +1) must approve the 
measure in order to gain approval and impose the tax.6   
  
If this general business tax is approved by a majority of the voters, all revenue generated 
from the tax will be deposited by the Treasurer and Tax Collector into the County General 
Fund.  The projected annual revenue for this tax is $10,360,000 as outlined in the Fiscal 
Revenue Analysis of the Commercial Cannabis Industry (Attachment B).  
 
Implementation of Strategic Plan goals  
 

Approval of the recommended actions is consistent with County Strategic Plan Goal 
Objective III.3.1 Maximize Revenue, implement a process to systematically leverage 
resources to help fund County initiatives.  In fiscal year 2020-21 California State collected 
about $817 million in adult-use cannabis tax revenue which has been used on drug 
research, treatment, and enforcement, health and safety grants addressing cannabis, 
youth programs, and preventing environmental damage resulting from illegal cannabis 
production.  The revenues produced by this general tax will be directed to the County’s 
General Fund and may be utilized on a broad array of programs and initiatives to further 
support economic and workforce development in the County.  
 

Additionally, the regulation and taxation of cannabis businesses to promote a legal 
cannabis market aligns with County Strategic Plan Goals in the areas of Strategy II.1 
Drive Economic and Workforce Development in the County and Objective II.1.1 Support 
21st Century Innovative and Socially Responsible Industries in Los Angeles County.  
According to the attached fiscal report, many cities and counties see economic inputs 
from this industry in the range of $200 million or more annually, while attracting many 
small independently-owned businesses. Further reinvestment of the general fund 
revenue could be made in DCBA OCM’s Equity Programs for eligible applicants, which 
can help the County’s Strategic Plan Goals to promote broad workforce development, job 
training, and economic growth in LA County. 
 

FISCAL IMPACT/ FINANCING  
 
The County is preparing a cannabis business permit ordinance to regulate cannabis 
business in the unincorporated areas.  Initially, the County is planning to permit up to 25 
storefront retail cannabis businesses, 25 delivery retail, 10 indoor/mixed light cultivation, 
10 manufacturing, 10 distribution, and 10 testing laboratories.  
 
If the initial cannabis tax of 4% of gross receipts for retail, 3% for manufacturing, 3% for 
distribution and $4 per square foot (sf) of canopy for mixed light cultivation and $7/sf for 

 
5 Government Code Section 53724(b). 
6 Government Code Section 53723. 
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indoor cultivation is approved, the total projected revenue from the initial number of 
permits is $10,360,000. The proposed Cannabis Business Tax Ordinance grants authority 
for your Board to set tax rates below or equal to the maximum provided by the measure 
after July 1, 2026. 
 
If the Board elects to increase the number of these cannabis business permits issued in 
subsequent years, and the regulated market becomes more established, the general 
business tax revenue deposited in the general fund may increase significantly. 
 
Revenues generated from a general tax will be deposited into the general fund for any 
County services. Through the budget process, the Board may then direct these general 
fund monies to support key priorities, such as community benefits and reinvestment into 
neighborhoods that site these businesses, consumer protection and outreach, and the 
development and expansion of a robust Equity-led cannabis program as directed by the 
Board.    
 
As the needs of our program and served communities continue to shift in this emerging 
and dynamic market, OCM will work with all appropriate stakeholders to highlight 
opportunities to promote a sustainable program, responsible market, and the Board’s 
equity-focused priorities. 
  
FACTS AND PROVISIONS/ LEGAL REQUIREMENTS  
 
On November 8, 2016, the voters of the State of California approved Proposition 64, an 
initiative also known as the Adult Use of Marijuana Act (AUMA). AUMA legalized the 
personal possession of an ounce or less of cannabis and/or up to eight grams of 
concentrated cannabis. Retail sales of nonmedical cannabis was also legalized pursuant 
to a state license. Pursuant to AUMA, municipal governments may regulate the permitting 
and taxation of commercial cannabis business.   
 
The enclosed Fiscal Revenue Analysis (Attachment B) sets forth the initial recommended 
rates and revenue projections for the proposed cannabis tax.  This document includes 
key economic impact analysis and justifications for the recommended tax rates.  
 
Pursuant to this analysis, OCM recommends initially setting competitive tax rates that can 
help regulated cannabis businesses better shift consumer demand from the unregulated 
market. The initial rates, which would be effective from July 1, 2023, through July 1, 2026, 
if approved by a majority of County voters, are as follows: 

 
Retail: 4% of gross receipts 
Manufacturing:  3% of gross receipts 
Distribution: 3% of gross receipts 
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Testing: 1% of gross receipts 
Cultivation: $7/sf of canopy (indoor artificial light) 
         $4/sf of canopy (mixed light) 
         $4/sf of canopy (outdoor)7 
         $2/sf of canopy space (nursery) 
Any other type of Cannabis Business:  4% of gross receipts 
 

In addition, OCM recognizes the fast-changing nature of the cannabis regulatory and 
industry landscape, and the need for County to adjust the tax rates to respond to a 
maturing, competitive and viable legal cannabis market in Los Angeles County. 
Accordingly, the proposed measure, if approved by a majority of County voters, 
authorizes the Board to impose tax rates equal to or below the following maximum tax 
rates on cannabis businesses in the unincorporated areas of Los Angeles County after 
July 1, 2026:  
 

Retail: 6% of gross receipts 
Manufacturing:  4% of gross receipts 
Distribution: 3% of gross receipts 
Testing: 2% of gross receipts 
Cultivation8: $10/sf of canopy (indoor artificial light) 
         $7/sf of canopy (mixed light) 
         $4/sf of canopy (outdoor) 

                  $2/sf of canopy space (nursery) 
 Any other type of Cannabis Business:  4% of gross receipts 
 
DCBA’s OCM is working with all appropriate County departments, external stakeholders, 
and community members to develop the County's cannabis business permitting program 
and will return to the Board with an additional ordinance to implement an equitable 
cannabis business permitting program. 
 
ENVIRONMENTAL DOCUMENTATION  
 
The proposed actions are not a project pursuant to the California Environmental Quality 
Act (CEQA) because they are activities that are excluded from the definition of a project 
by Section 15378 (b) of the State CEQA Guidelines.  The proposed actions would create 
a government funding mechanism that does not involve any commitment to a specific 
project, which may result in a potentially significant physical impact on the environment. 
 
 
 

 
7 LA County will not be permitting outdoor cultivation during its initial launch of cannabis business permits 
per its December 2021 report. However, should your Board move to permit outdoor cultivation at a later 
time, the appropriate rates will apply. 
8 Tax rates on cultivation will be annually indexed to inflation starting in 2026. 
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IMPACT ON CURRENT SERVICES (OR PROJECTS) 
 
There would be no negative impacts on current services.  
 
Respectfully submitted, 
 
 
 
Rafael Carbajal 
Director 
 
RC:JA 
HS:FGN 
 
Enclosures 
 
c:    

Executive Office, Board of Supervisors 
Agricultural Commissioner/ Weights & Measures  

 Chief Executive Officer 
 County Counsel 
 District Attorney 
 Fire 
 Public Works 
 Public Health 

Regional Planning  
Sheriff 

 Treasurer and Tax Collector 
Workforce Development Aging and Community Services 



ATTACHMENT A 

Resolution Giving Notice of an Election to Enact an Ordinance Proposing a General Tax on Cannabis 

Businesses in the Unincorporated Areas of the County to be Held in The County of Los Angeles on 

November 8, 2022 
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C O U N T Y O F L O S A N G E L E S
O F F I C E  O F  T H E  C O U N T Y  C O U N S E L

TELEPHONE

(213) 974-1845

FACSIMILE

(213) 617-7182

TDD

(213) 633-0901

Agenda No. 6
02/15/2022

6 4 8  K E N N E T H H A H N  H A L L  O F  A D M I N I S T R A T I O N

5 0 0  W E S T  T E M P L E  S T R E E T

L O S  A N G E L E S ,  C A L I F O R N I A  9 0 0 1 2 - 2 7 1 3

DAWYN R. HARRISON
Acting County Counsel

August 3, 2022

Rafael Carbajal, Director
Department of Consumer and Business Affairs 
300 West Temple Street, Room G-10
Los Angeles, California 90012

Re: Resolution Giving Notice Of An Election To Enact An 
Ordinance Proposing A General Tax On Cannabis Businesses 
In The Unincorporated Areas Of The County To Be Held In 
The County Of Los Angeles On November 8, 2022

Dear Mr. Carbajal:

Enclosed please find the resolution calling for and giving notice of a 
special election to place a tax measure on the November 8, 2022 ballot, and 
enclosed ordinance, amending Title 4 – Revenue and Finance of the Los Angeles 
County Code, to establish a general tax on Cannabis Businesses in the 
unincorporated areas of the County of Los Angeles.  The resolution requires
approval by a two-thirds vote (4/5 members) of the Board of Supervisors to place 
the tax measure on the ballot, and the tax measure requires approval of a majority 
of the qualified voters voting in the election for passage.

The resolution, analysis, and ordinance may be presented to the Board of 
Supervisors for consideration.

Very truly yours,

DAWYN R. HARRISON
Acting County Counsel

By
       SAYUJ PANICKER
       Deputy County Counsel

APPROVED AND RELEASED:

JUDY W. WHITEHURST
Acting Chief Deputy

SP:lp
Enclosures
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 $2 per square foot of canopy space for cultivation in any nursery (adjusted for 
inflation); 

 6 percent of gross receipts for retail cannabis businesses; 
 4 percent of gross receipts for manufacturing and processing cannabis 

businesses; 
 3 percent of gross receipts for distribution cannabis businesses; 
 2 percent of gross receipts for testing laboratory cannabis businesses; and 
 4 percent of gross receipts for any other type of cannabis business.  

WHEREAS, pursuant to Article XIII C, section 2(b) of the California Constitution 
and California Government Code ("Government Code") sections 53721 through 53724, 
a general tax is subject to approval by two-thirds (2/3) vote of the Board of Supervisors 
and by a majority vote of the voters in the County voting in an election; and 

WHEREAS, pursuant to Article XIII C, section 2(b) of the California Constitution 
and Government Code section 53724(c), an election for the approval of a general tax 
must be consolidated with a regularly-scheduled general election for members of the 
governing body of the local government; and 

WHEREAS, the County's general elections are held on the same day as the 
Statewide general election in each even-numbered year, and the next regularly 
scheduled general election for members of the Board of Supervisors and the next 
Statewide general election will be held on Tuesday, November 8, 2022; and 

WHEREAS, the Board of Supervisors deems it necessary and essential to 
submit the Los Angeles County Cannabis Business Tax Measure ("Measure") to the 
qualified voters within the County at a general election to be held on November 8, 2022, 
and to consolidate such election with the other elections to be held on that date. 

NOW, THEREFORE BE IT RESOLVED by the Board of Supervisors of the 
County of Los Angeles as follows:   

SECTION 1. Call of the Election and Purpose.  A special election shall be held 
and the same is hereby called and ordered to be held in the County on the 8th day of 
November, 2022, for the purpose of submitting to the voters of the County by ordinance 
the question of whether a general tax on cannabis businesses shall be imposed as 
provided in the attached ordinance, Attachment A, (hereinafter "Ordinance").   

[REMAINDER OF PAGE LEFT BLANK] 
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SECTION 2. Ballot Measure.  Pursuant to California Elections Code ("Elections 
Code") section 10403, the ballot forms shall have printed on them the following words 
with regard to the Measure:   

Los Angeles County Cannabis Business Tax Measure 
Shall the measure enacting a tax in the unincorporated areas of Los Angeles 
County on cannabis businesses at annual rates not to exceed $10 per square 
foot for cultivation (adjusted for inflation) and a percentage of gross receipts 
for various cannabis businesses, including retail (6 percent), testing laboratory 
(2 percent), distribution (3 percent), manufacturing and for all other cannabis 
businesses (4 percent), generating approximately $10,360,000 to $15,170,000 
annually, until ended by voters, be adopted? 

YES 

NO 

SECTION 3. Ordinance.  The attached Ordinance, Attachment A, is 
incorporated herein by reference. 

SECTION 4. Proclamation.  Pursuant to section 12001 of the Elections Code, 
the Board of Supervisors of the County of Los Angeles hereby PROCLAIMS that an 
election shall be held in the County on Tuesday, November 8, 2022, to vote upon the 
Measure.   

SECTION 5. Consolidation.  The special election called by this resolution shall 
be consolidated with the other elections conducted by the Registrar-Recorder/County 
Clerk to be held in the County of Los Angeles on November 8, 2022, and the Measure 
shall be placed on the same ballot as that provided for the general election.  The 
precincts, polling places and vote centers, precinct board members, and facilities shall 
be the same as provided for the Statewide general election. 

SECTION 6. Election Procedure.  All qualified voters residing within the County 
shall be permitted to vote in the election and, in all particulars not recited in this 
resolution, the election shall be held as nearly as practicable in conformity with the 
Elections Code.  The votes cast for and against the Measure shall be separately 
counted and if the Measure receives the required number of votes, a majority of the 
votes cast by the qualified electors voting on the Measure, the general tax in the 
amounts stated in the ordinance shall be effective and ratified. 

SECTION 7. Sample Ballot.  The Registrar-Recorder/County Clerk is instructed 
to print the entire proposed ordinance in the sample ballot. 

SECTION 8. Authority.  This resolution is adopted pursuant to sections 10403 
and 12001 of the Elections Code and section 25201 of the Government Code.  The 
Executive Officer of the Board of Supervisors is ordered to file a copy of this resolution 
with the Registrar-Recorder/County Clerk at least eighty-eight (88) days prior to the day 
of the election.  The Registrar-Recorder/County Clerk is authorized, instructed, and 
directed to prepare any documents and take any additional actions that may be 
necessary in order to properly and lawfully conduct the election. 
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SECTION 9. California Environmental Quality Act.  Based upon all of the 
facts before it on this matter, the Board of Supervisors finds that the submission of the 
Measures to the voters is not subject to, or is exempt from, the California Environmental 
Quality Act (CEQA).  Submission of the Measure is not a project as defined by 
California Code of Regulations section 15378(b) because it relates to the creation of 
government funding mechanisms, which do not involve commitment to any specific 
project which may result in a potentially significant physical impact on the environment. 

[REMAINDER OF PAGE LEFT BLANK] 
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ANALYSIS 

This ordinance amends Title 4 – Revenue and Finance of the Los Angeles 

County Code by adding Chapter 4.71 Cannabis Business Tax to impose a tax for 

general governmental purposes on cannabis businesses in the unincorporated areas of 

the County.  The ordinance imposes initial tax rates in effect from July 1, 2023 through 

July 1, 2026, of:   

 $7 per square foot of canopy space for cultivation using exclusively artificial 
lighting; 

 $4 per square foot of canopy space for cultivation using combination lighting; 
 $4 per square foot of canopy space for cultivation using no artificial lighting; 
 $2 per square foot of canopy space for cultivation in any nursery; 
 4 percent of gross receipts for retail cannabis businesses; 
 3 percent of gross receipts for manufacturing and processing cannabis 

businesses; 
 3 percent of gross receipts for distribution cannabis businesses; 
 1 percent of gross receipts for testing laboratory cannabis businesses; and 
 4 percent of gross receipts for any other type of cannabis business.   

Beginning July 1, 2026, the Board of Supervisors may adjust the tax to a rate 

less than or equal to the maximum annual rates not to exceed:   

 $10 per square foot of canopy space for cultivation using exclusively artificial 
lighting; 

 $7 per square foot of canopy space for cultivation using combination lighting; 
 $4 per square foot of canopy space for cultivation using no artificial lighting; 
 $2 per square foot of canopy space for cultivation in any nursery; 
 6 percent of gross receipts for retail cannabis businesses; 
 4 percent of gross receipts for manufacturing and processing cannabis 

businesses; 
 3 percent of gross receipts for distribution cannabis businesses; 
 2 percent of gross receipts for testing laboratory cannabis businesses; and 
 4 percent of gross receipts for any other type of cannabis business.   
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ORDINANCE NO.       

An ordinance amending Title 4 – Revenue and Finance of the Los Angeles 

County Code to add Chapter 4.71 Cannabis Business Tax to tax Cannabis Businesses 

in the unincorporated areas of Los Angeles County.  The ordinance also establishes 

enforcement, collection, and appeals of taxes levied under this Chapter.   

The people of the County of Los Angeles ordain as follows:   

SECTION 1. Chapter 4.71 is hereby added to read as follows:  

CHAPTER 4.71 CANNABIS BUSINESS TAX 

4.71.010 Authority and Purpose.  

4.71.020 Intent.  

4.71.030 Applicability.  

4.71.040 Definitions.  

4.71.050 No Effect on Other Taxes, Fees or Charges, or Other 

Permits of Licenses.  

4.71.060 Payment of Tax Does Not Authorize Unlawful Business.  

4.71.070 Tax Imposed.  

4.71.080 Tax Registration.  

4.71.090 Payment and Tax Statement Required Monthly. 

4.71.100 Payments and Communications Made by Mail—Proof of 

Timely Submittal.  

4.71.110 Payment—When Taxes Deemed Delinquent.  

4.71.120 Notice Not Required by County.  
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4.71.130  Payment—Penalties and Interest for Delinquency.   

4.71.140  Cancellation of Penalties and Interest.   

4.71.150  Refunds—Procedures.   

4.71.160  Refunds—Credits.   

4.71.170  Exemptions—Personal Cultivation and Use.   

4.71.180  Rules and Regulations.   

4.71.190  Enforcement—Duties of Tax Administrator and Sheriff.   

4.71.200  Constitutionality and Legality. 

4.71.210  Apportionment.   

4.71.220  Audit and Examination of Premises and Records.   

4.71.230  Tax Deemed Debt to County—Lien Procedure.   

4.71.240  Deficiency Determinations.   

4.71.250  Tax Assessment—Authorized When—Nonpayment—

Fraud.   

4.71.260  Tax Assessment—Notice Requirements.   

4.71.270  Tax Assessment—Hearing—Application—

Determination—Appeal.   

4.71.280  Violation Deemed Misdemeanor–Civil Penalty–

Administrative Fines.   

4.71.290  Conviction or Civil Judgment for Chapter Violation—

Taxes Not Waived.   

4.71.300  Severability.   
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4.71.310  Effect of State and Federal Reference/Authorization.   

4.71.320  Remedies Cumulative.   

4.71.330  Amendment or Repeal.   

4.71.340  Execution.   

4.71.010  Authority and Purpose.   

This Chapter will be known as the "Cannabis Business Tax Ordinance" and is 

enacted to raise revenue, pursuant to sections 7284, 7284.4, and 34021.5 of the 

California Revenue and Taxation Code, for general governmental purposes of the 

County.  All of the proceeds from the Tax imposed by this Chapter must be deposited to 

the County's general fund.   

The Cannabis Business Tax is levied based upon a Business's Gross Receipts 

except for Commercial Cannabis Cultivation, which will be taxed based on square 

footage, as specified in this Chapter.  The Cannabis Business Tax is not a sales and 

use tax, a tax upon income, or a tax upon real property and must not be calculated or 

assessed as such.  The Cannabis Business Tax must not be separately identified or 

otherwise specifically assessed or charged by any person to a customer, patient, or 

caretaker.   

4.71.020  Intent.   

The intent of this Chapter is to levy a Tax on all Cannabis Businesses in the 

unincorporated areas of the County, regardless of whether such Cannabis Business 

would have been legal at the time this Chapter was adopted.  Nothing in this Chapter 

will be interpreted to authorize or permit any Cannabis Business that would not 
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otherwise be legal or permissible under State and local laws applicable to Cannabis 

Business.   

4.71.030  Applicability.   

The provisions of this Chapter apply to the unincorporated areas of the County.   

4.71.040  Definitions.   

The terms below have the following meanings:   

A. "Arm's Length Transaction" means a Sale entered into in good faith and 

for valuable consideration at a sales price that reflects the fair market value in the open 

market between informed and willing parties, neither under any compulsion to 

participate in the transaction.   

B. "Board of Supervisors" means the County of Los Angeles Board of 

Supervisors.   

C. "Business" means all activities engaged in or caused to be engaged in 

within the County, including any commercial or industrial enterprise, trade, profession, 

occupation, vocation, calling, or livelihood, whether or not carried on for gain or profit, 

excluding services rendered by an employee to their employer.   

D. "Cannabis" means: 

 1. All parts of the plant cannabis sativa linnaeus, cannabis indica, or 

cannabis ruderalis, whether growing or not; the seeds thereof; the resin, whether crude 

or purified, extracted from any part of the plant; and every compound, manufacture, salt, 

derivative, mixture, or preparation of the plant, its seeds, or resin; and 
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 2. The separated resin, whether crude or purified, obtained from 

cannabis.   

Cannabis does not include Industrial Hemp, unless otherwise specified.   

E. "Cannabis Business" means any Business requiring a Commercial 

Cannabis Permit, including but not limited to cultivating, transporting, distributing, 

Manufacturing, compounding, converting, Processing, preparing, storing, packaging, 

transporting, delivering, testing, dispensing, retailing, or any other Business requiring a 

Commercial Cannabis Permit, and wholesaling of Cannabis, Cannabis Products, or of 

ancillary products and accessories, whether or not carried on for gain or profit.   

F. "Cannabis Business Tax" means the Tax due pursuant to this Chapter for 

a Cannabis Business in the unincorporated areas of the County.   

G. "Cannabis Product" means the same as the definition in section 11018.1 

of the California Health and Safety Code, and is not limited to medicinal Cannabis 

Products.   

H. "Canopy" means all areas occupied by any portion of a Cannabis plant 

whether contiguous or noncontiguous on any one site.  When plants occupy multiple 

horizontal planes (as when plants are placed on shelving above other plants) each 

plane must be counted as a separate Canopy area.   

I. "Chapter" means a Chapter of this Title.   

J. "Code" means the Los Angeles County Code.   

K. "Commercial Cannabis Cultivation" means cultivation of Cannabis 

undertaken in the course of conducting a Cannabis Business.   
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L. "Commercial Cannabis Permit" means a permit, certificate, or other 

approval issued by the County to a Person authorizing that Person to operate a 

Cannabis Business or engage in Business as a Cannabis Business within the 

unincorporated areas of the County.   

M. "County" means the County of Los Angeles.   

N. "Cultivation" means any activity involving the planting, growing, 

harvesting, drying, curing, grading, or trimming of Cannabis and includes, but is not 

limited to, the operation of a Nursery.   

O. "Days" means calendar days, which is all days including Saturdays, 

Sundays, and County holidays, unless otherwise specified.   

P. "Distribution" means the procurement, Sale, transport, or delivery of 

Cannabis and Cannabis Products between Businesses or Persons in the 

unincorporated areas of the County in accordance with Section 4.71.210.   

Q. "Gross Receipts," except as otherwise specifically provided, means:   

1. The total amount (including all receipts, cash, credits, services and 

property of any kind or nature) received or payable for the Sale of goods, or for the 

performance of any act or service of any nature for which a charge is made or credit 

allowed (whether such service, act or for employment done as part of or in connection 

with the Sale of goods, wares, merchandise or not) related to Cannabis Business, 

without any deduction therefrom on account of the cost of the property sold, the cost of 

materials used, labor or service costs, interest paid or payable, losses or any other 

expense whatsoever.   
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2. Gross Receipts include the total amount received or payable 

related to Cannabis Business whether designated as a sales price, royalty, rent, 

membership fee, automated teller machine (ATM) service fee, delivery fee, slotting fee, 

any other fee, vaping room service charge, commission, dividend, or other designation.   

3. In the event the Business is involved in a Non-Arm's Length 

Transaction, the Gross Receipts will be the fair market value using a methodology 

approved by the Tax Administrator.   

4. The following are excluded from Gross Receipts:   

a. Cash discounts where allowed and taken on Sales.   

b. Any tax required by law to be included in or added to the 

purchase price and collected from the consumer or purchaser.   

c. Such part of the sale price of any property returned by 

purchasers to the seller as refunded by the seller by way of cash or credit allowances or 

return of refundable deposits previously included in Gross Receipts.   

d. Receipts derived from the occasional Sale of used, obsolete 

or surplus trade fixtures, machinery or other equipment used by the taxpayer in the 

regular course of the taxpayer's Business.   

e. Cash value of Sales, trades or transactions between 

departments or units of the same Business located in the unincorporated areas of the 

County if authorized by the Tax Administrator in writing in accordance with 

Section 4.71.210.   
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f. Receipts of refundable deposits, except forfeited deposits 

calculated as income for the Business.   

g. Retail Sales of non-Cannabis Products, such as t-shirts, 

sweaters, hats, stickers, key chains, bags, books, posters, rolling papers, Cannabis 

accessories such as pipes, pipe screens, vape pen batteries (without Cannabis) or 

other personal tangible property.   

h. Payments made by the Tax-reporting Cannabis Business to 

a Cannabis customer for the difference in the original price and subsequent 

renegotiated or finalized price of products or services sold.  This type of transaction is 

referred to as a "Billback."  The Tax-reporting Cannabis Business must provide 

supporting documentation to the Tax Administrator to substantiate the transaction in 

order to be eligible for a Gross Receipts exclusion.   

i. Whenever there are included within the Gross Receipts 

amounts which reflect Sales for which credit was extended and such amount proved 

uncollectible in a subsequent year, those amounts may be excluded from the Gross 

Receipts in the year they prove to be uncollectible; provided, however, if the whole or 

portion of such amounts excluded as uncollectible are subsequently collected, they 

must be included in the amount of Gross Receipts for the period when they are 

recovered.   

R. "Hearing Officer" means the person qualified to conduct a fair and 

impartial hearing, including but not limited to the Office of the County Hearing Officer if 

one has been created.   
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S. "Industrial Hemp" means a fiber or oilseed crop, or both, that is limited to 

types of the plant Cannabis sativa L. having no more than three-tenths (3/10) of one 

percent (1%) tetrahydrocannabinol (THC) contained in the dried flowering tops, whether 

growing or not, the seeds of the plant, the resin extracted from any part of the plant, and 

every compound, manufacture, salt, derivative, mixture, or preparation of the plant, its 

seeds or resin produced therefrom.   

T. "Lighting" means a source of light that is primarily used for promoting the 

biological process of plant growth.  Lighting does not include sources of light that 

primarily exist for the safety or convenience of staff or visitors to the facility, such as 

emergency lighting, walkway lighting, or light admitted via small skylights, windows, or 

ventilation openings.   

U. "Manufacturing"  means the Processing, production, preparation, 

propagation, or compounding of Cannabis or Cannabis Products either directly or 

indirectly or by extraction and/or infusion and chemical synthesis methods, at a fixed 

location that packages or repackages Cannabis or Cannabis Products, and includes the 

preparing, holding, or storing of components and ingredients of Cannabis and Cannabis 

Products.   

V. "May" means permissive.   

W. "Must" means mandatory.   

X. "Nursery" means a facility or part of a facility that is used only for 

producing clones, immature plants, seeds, and other agricultural products used 

specifically for the planting, propagation, and cultivation of Cannabis.   
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Y. "Non-Arm's Length Transaction" means a Sale not entered in good faith or 

that does not reflect fair market value in the open market.   

Z. "Person" means an individual, firm, partnership, joint venture, association, 

corporation, limited liability company, estate, trust, or Business trust, or any other entity 

or association conducting or representing a Business for purposes of this Chapter.   

AA. "Processing" means a cultivation site that conducts only trimming, drying, 

curing, grading, packaging, or labeling of Cannabis and non-manufactured Cannabis 

Products.   

AB. "Retailer" means a Person who Sells Cannabis or Cannabis Products at 

their place of business or by delivery to an end user or customer for use or consumption 

rather than to another Person or business for resale.   

AC. "Sale" or "Sell" means and includes any sale, exchange, or barter either 

as a retailer or wholesaler by a Person.  "Sale" or "Sell" also means any transaction 

whereby, for any consideration, title to Cannabis or Cannabis Products are transferred 

from one Person to another and includes the delivery of Cannabis or Cannabis Products 

pursuant to an order placed for the purchase of the same, but does not include the 

return of Cannabis or Cannabis Products to the Commercial Cannabis permittee from 

whom the Cannabis or Cannabis Product was purchased.   

AD. "State" means the State of California.   

AE. "State License" means a license issued pursuant to California Business 

and Professions Code section 26050, and all other applicable State laws, required for 

operating a Cannabis Business.   
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AF. "Tax" means the Cannabis Business Tax levied under this Chapter.   

AG. "Tax Administrator" means the Treasurer and Tax Collector of the County 

of Los Angeles or their designee(s).   

AH. "Testing Laboratory" means a Cannabis Business that:  (i) offers or 

performs tests of Cannabis or Cannabis Products, (ii) Sells no products, excepting only 

testing supplies and materials, (iii) is accredited by an accrediting body that is 

independent from all other Persons involved in the Cannabis industry in the State, and 

(iv) is registered with the Department of Cannabis Control or other State agency.   

4.71.050  No Effect on Other Taxes, Fees or Charges, or Other 

Permits or Licenses.   

A. The Cannabis Business Tax is additional to all other taxes.  This Chapter 

shall not be deemed to repeal, amend, be in lieu of, replace or in any way affect any 

Tax, fee or other charge imposed, assessed or required by, under or by virtue of any 

other Title or Chapter of this Code, any other ordinance or resolution of the County or 

any city within the County, or as required by law.   

B. Nothing contained in this Chapter will be deemed to repeal, amend, be in 

lieu of, replace or in any way affect any requirements for any Commercial Cannabis 

Permit, or any other permit, license, or other certificate required by, under or by virtue of 

any provision of any other Title or Chapter of this Code, any other ordinance or 

resolution of the County or any city within the County, or as required by law.   
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Fiscal Revenue Analysis of the Commercial Cannabis Industry  
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In addition, retail cannabis sales would also generate between $1.5 million and $3.3 million in Bradley-
Burns sales tax revenue for the County. These estimates are all shown in Figure 12, below. 

Figure 12:   

Low
Estimate

"Best" 
Estimate

High
Estimate

Total County 10,045,420 10,045,420 10,045,420
Population of served cities 5,157,462 5,157,462 5,157,462
Population of unserved cities 3,792,358 3,792,358 3,792,358
Population of unincorportated area 1,095,600 1,095,600 1,095,600
Total unserved population 4,887,958 4,887,958 4,887,958
Leakage to retailers in incorporated cities 50% 50% 50%
Resident population adjusted for leakage 2,443,979 2,443,979 2,443,979
Reduction for limited number of retailers 50% 50% 50%
Resident population adjusted for number of retailers 1,221,990 1,221,990 1,221,990
Percentage of population that uses cannabis 10% 13% 22%
Number of cannabis users 122,199 158,859 268,838
Average transaction amount $73 $73 $73
Transaction frequency (per month) 2 2 2
Monthly gross receipts $17,841,047 $23,193,361 $39,250,303
Annual gross receipts $214,092,560 $278,320,329 $471,003,633
Leakage to black market (30%) $64,227,768 $83,496,099 $141,301,090
Adjusted annual gross receipts $149,864,792 $194,824,230 $329,702,543

Cannabis business tax rate:
4.00% $5,994,592 $7,792,969 $13,188,102
5.00% $7,493,240 $9,741,211 $16,485,127
6.00% $8,991,888 $11,689,454 $19,782,153

Bradley-Burns 1.0% Local Sales Tax $1,498,648 $1,948,242 $3,297,025

Revenue Projections for Cannabis Retailers






















































